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Independent Auditor's Renort

To the Members of Woodbury
County Area Solid Waste Agency

We have audited the accompanying financial statement of Woodbury County Area Solid Waste Agency as
of and for the vear ended June 30, 2007 This financial statement i¢ the responsibility of the Ageney’s
management. Our responsibility is to express an opinion on the financial statement based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United Siates. Those standards require that we plan and perform the sudit to obtain reasonable assurance
about whether the financial statement 1s free of material misstaternent. Ar audit includes examining. on a test
basis, evidence supporting the amounts and disclosures in the financial statement.  An audit also meludes
assessing the accounting principles used and significant estimnates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion,

As deseribed in note 1, this financial statement is prepared on the basis of cash receipts and disbursements,
which is a comprehensive basis of accounting other than U.S. generally accepted accounting prineiples.

In our opinion, the financial statement referred to above presents fairly, in all material respecis, the cash
basis financial position of Woodbury County Area Sohid Wasie Agency as of June 30, 2007, and the changes in its
cash basis financial posttion for the year then ended in conformity with the hasis of accounting described in
Mote 1.

In accordance with Government Auditing Standurds, we have also issued our report dated November 26,
2007, on our cousideration of Woodbury County Area Solid Waste Agency's internal control over financial
reporting and our tests of s compliance with certain provisions of laws, regulations, contracts, grant agreements,
and other matters. The purpose of that report 15 to describe the scope of our testing of internal control over
fimancizl reporting and comphance and the results of that testing, and not to provide an opimon on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Governmental Auditing Standards and should be considered in assessing the results of our audit.

Management’s Inscussion and Analysis on pages 5 through 8 is not a required part of the financial
statement, but 18 supplementary mformation required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisied principally of ingquiries of management regarding the
methods of measurement and presentation of the required supplementary imformation. We did not audit the
mfprmation and express no opnion on it.

November 26, 2007




MANAGEMENT'S DISCUSSION AND ANALYSIS

Woodbury County Area Solid Waste Agency provides this Management’s Discussion and Analysis of ifs
financial statement. This namrative overview and analysis of the financial activities of Woodbury County Area
Solid Waste Agency i for the fiscal vear ended June 30, 2007, We encourage readers to consider this
information in conjunction with the Agencey’s financial statement, which follows.

2007 FINANCIAL HIGHLIGHTS

Operating receipts increased 63%, or approximately $256,000, from fiscal 2006 to fiscal 2007,
QOoerating disbursements increased approximately $166,000, or 54%, {rom fiscal 2006 to fiscal 2007.
Cash basis net assets decreased 28%, or approximately $164,000, from June 30, 20006, to June 30, 2007,

LISING THIS ANNUAL REPORT

The Agency has elected to present its financial statement on the cash basis of accounting. The cash basis of
accounting (s a basis of accoumting other than U1LS. generally accepted accounting principles. Basis of accounting
refers to when financial events are recorded, such as the timing for recognizing revenues, expenses, and the
related assets and Habilities. Under the cash basis of accounting, revenues and expenses and the related assets and
liabilities are recorded when they result from cash transactions.

Az a result of the use of this cash basis of accounting, certain assets and their related revenues and habilities, and
their related expenses, are not recorded in this financial statement. Therefore, when reviewing the financial
mformation and discussion within this annual report, the readers should keep in mind the Hmitations resulting
from the use of the cash basis of accounting.

The annwal report is presented in a format consistent with the presentation of the Governmental Accounting
Standards Board (GASE} Statement No. 34, as applicable 1o the cash basis of accounting.

This discussion and analysis are intended to serve as an introduction fo the financial statement. The annual report
consists of the financial statement and other wiformation, as follows:

Management's Discussion and Analysis introduces the financial staiement and provides an analyiical
overview of the Agency’s financial activities.

The Statement of Cash Receipts, Disbursements, and Changes in Cash Basis Net Assets presents information
on the Agency’s operating receipts and disbursements, non-operating receipts and distursements, and whether
the Ageney’s financial position has improved or detertorated as a result of the year’s activities.

The Notes to Financial Statement provides additional information essential to a full understanding of the data
provided in the financial statement.



FINANCIAL ANALYSIS OF THE AGENCY

Staternent of Cash Receipts, Disbursements, and Changes in Cash Basis Net Assets

The purpose of the statement 1s to present the receipts received by the Agency and the disbursements paid by the
Ageney, both operating and non-operating. ‘The statement also presents a fiscal snapshot of the cash balance at
year end, Over time, readers of the financial statement are able to determine the Agency’s cash basis financial
position by analyzing the increase and decrcase iy cash basts net assets.

Operating receipts are received for gate fees from accepting solid waste and assessments from the members of the
Agency. Operating disbursements are disbursements paid to operate the landfill. Non-operating receipts and
disbursements are for interest on investmenss, debt proceeds, equipment purchases, capital improvements, and
debt service principal and interest payments. A swmnmary of cash receipts, disbursements, and changes m cash
basis net assets for the years ended June 30, 2007, and June 30, 2006, is presented below:

Changes in Cash Basis Net Assets

Year Ended June 30,

2007 20006
Operating receipts:
City and County assessments $387.711 $184,593
User fees and gate receipts 222707 191,510
Recyelable recempts 27,939 -
Salvage receipts 11,938 17,662
Miscellaneous 607 777
Total operating receipls 636,902 394,542
Operating disbursements:
Salaries and benefiis 210,741 180,439
Fuel, oif, and lubricanis 19,262 23,980
Operating supplies and repairs 23,536 21,622
Engineering and festing services 12,509 10,909
Insurance 18,910 17.689
Crarbage Hauling 154 593 -
Other 36,776 55341
Total operating disbursements 476,336 309,980
Excess of operating receipts over
operating dishursements 174,566 84,562
Non-operating receipts (dishursements):
Interest on mvestments 18,608 28,542
Loan proceeds 17,962 236,216
Capital improvements (12.306) (475,309
Equipment purchases {35.526) (84.511)
Engineerimg (20.6063) -
Closure costs (242,354} -
Principal payments on debt {37,529 {25,390
Interest payments on debt (6.326) {8.303)
Net non-operating disbursements (338.134) {328.755)
Net change in cash basis pet assets (163.,568) {244,193
Cash basis net assets, begimming of vear 586,311 840504
Cash basis net assets, end of year $432. 743 5586311

G



FINANCIAL ANALYSIS OF THE AGENCY - (Continued)

Cash Basis Net Assets

Restricted for:

Closure S 18,708 $129,292
Post-closure 299 300 418,691
Total restricted net assets 418,008 547,983
Unrestricted 14,735 48128
Total cash basis net assels 8432 747 5596311

In fiscal 2007, operating receipts increased by $256,360, or 65%. This increase in receipts was primarily due to a

July 1, 2006, increase in the tipping fee for the landfill from $28 to $36.50 and in the per capita fee, from §9.50 to
$19.50.

In fiscal 2007, operating dishbursements increased by $166,356, or 54%, from fiscal 2006. The increase in
disbursements was primartly due to the Agency hiring two new full-time employees with fudl benefits and the
added expenses of transferring garbage to Jackson, Nebraska,

A portion of the Agency’s net assets, $418.808 (97%), is restricted for closure and post-closure care. State and
federal laws and regulations require the Agency to place a final cover on the landfill site and perform cortam
maintenance and monitoring functions at the landfill site for a minimum of thirty vears after closure. The
remaining nef assets, $14,735 (3%), are unrestricted net assets that can be used to meet the Agency’s obligations
as they come due. Restricted net assets decreased $129,975, or 24%, during the year. The decrease was due to
using these funds to place a final cover on the landfifl. Unrestricted net assels decreased $33,593, or 70%, during
the year.

LONG-TERM DEBT

At Tune 30, 2007, the Agency had $173.331 of debt outstanding compared to $211,144 1n 2006, See Note 3 for
additional details,

BECONOMIC FACTORS

The past year at the landfill has been busy with new rules and regulations from the Towa Depattment of Natural
Resources.  The Woeodbury County Area Solid Waste Agency has made several costly changes to meet the
requirements of these new regulations. The landfill currently hauls the garbage to Jackson, Nebraska, and in the
spring of 2008 will be closing the demohuon/construction area.  Constant rule/regulation changes and the
resulting mereases in operating costs abways present concern for the Agency,

The Agency is working hard in the reeveling area. There are market challenges in selling the final product and
challenges from the increasing fuel costs involved i transporting the product that continge 1o present concern,

The facilities and all equipment require constant mamtenance. The Ageney anticipates the next five vears will be
financially challenging and will require close monitoring of resources to ensure the Agency’s ability to react 1o

unknown 1ssues and to repay the money borrowed for the new transfer station and the recyeling equipment.

CONTACTING THE AGENCY'S FINANCIAL MANAGEMENT

This financial report is designed to provide the Agency's citizens, taxpavers, customers, and creditors with a
general overview of the Agency’s finances and to show its accountability for the money if receives. 1f there are
questions about this report or a need for addittonal financial information, contact Woodbury County Area Solid
Waste Agency. 200 Ida Avenue, Moviile, lowa.



WOODBURY COUNTY AREA SOLID WASTE AGENCY
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BASES WET ASSETS Exhibit A
YEAR ENDED JUNE 36, 20407

Operating receipis:

City and County assessments 5 387,711
User fees and gate receipts 222,707
Salvage receipts 11,938
Recyelable receipts 27,939
Miscellaneous . 607

Total operating receipts 630,902

Operating disbursements:

Salaries and benefits 210,741
Fuel, 011, and Jubricants 19.262
Operating supplies and repairs 23536
Office supphes 3,470
Telephone 2514
Uil ties 4,503
Travel and continuing education 2,594
Insurance 15,619
Engincering and testing services 12,509
Accounting and legal 3,550
lowa Department of Natural Resources tonmage fee 3,788
Garbage hauling 154,593
Tire disposal 3,199
Recyele processing and disposal 1,142

Miscellancous 1,014

Total operating disbursements

Lxcess of operating receipts over
operating disbursements 174,566

Non-operating receipts (disbursements):

Interest on investments 15,608

Loan proceeds 17,962
Capital improvements {12.306)
Equipment purchases {55.,526)
Engineering {20,663}
Closure costs {242.354)
Interest payments on debt (6,326)
Principal payment on debt {37,529y
Net non-operating disbursements £338,134)
Net change i cash basis net agsets {163,568)

Cash basis net agsets, beguming of year 596,311

(Cash basis net assets, end of year




WOODBURY COUNTY AREA SOLID WASTE AGENCY

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND

Cash Basis Net Assets

Restricted for:
Closure
Postclosure
Total restricted net assets
Unrestricted

Total cash basis net assets

CHANGES IN CASH BASIS NET ASSETS

YEAR ENDED JUNE 30, 2007

See notes to financial statement.
Q

Exhibit A
{Continued)

5 18,708



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT

Summary of Sienificant Accounting Policies

Woodbury County Area Solid Waste Agency was formed pursuant to the provisions of Chapter 28T of the
Code of Towa. The purpose of the Agency s 1o develop, operate, and maintain solid waste facilities m
Woodbury County on behalf of the units of government which are members of the Agency.

The governing body of the Agency is composed of one representative from each of the twelve member
cities and two representatives from Woodbury County.  The representatives are appointed by the

A.

B.

.

participating political subdivisions and each bas one vote.

Renorting Entity

For financial reporting purposes, Woodbury County Area Solid Waste Agency has included all funds,
orgamizations, agencies, boards, comrissions, and anthonties. The Agency has also considered all
potential component units for which it is financially accountable, and other organtzations for which the
nature and significance of their relatiomship with the Agency are such that exclugion would cause the
Agency’s financial statement to be misleading or incomplete. The Governmental Accounting Standards
Board has set forth oriteria to be considered in determining financial accountability. These criteria
include appointing a voting majonty of an organization’s governing body, and {1) the ability of the
Ageney to impose its will on that organization or {2} the potential for the organization to provide
specific benefits to, or impose specific financial burdens on, the Agency. The Agency has no
component wimits which meet the Governmental Accounting Standards Board eniteriea.

Basis of Presentation

The accounts of the Agency are organized as an Eoterprise Fund., Futerprise Funds are utilized to
fingnce and account for the esequisition, operation, and maintenance of governmental facilities and
services supported by user charges.

Enterprise Funds distinguish operating receipts and disbursements from non-operating items. Operating
receipts and disbursements generally result trom providing services and producing and delivering goods
in connection with an Eaterprise Fund’s principal ongomg operations. Al recempts and disbursemenis
not meeting this definition are reported as non-operating receipts and disbursements.

Basis of Accounting

Woodbury County Arga Solid Waste Agency maimiains its financial records on the basis of cash
receipts and disbursernents and the financial statement of the Agency is prepared on that basis. The
cash basis of accounting does not give cffect to accounts receivable, accounts payable, and acorued
items, mcluding the estimated pavables for closure and post-closure care.  Accordingly, the financial
statement does not present the Tinancial position and resulls of operations of the Agency in accordance
with V.8, generally accepted accounting principies.

Net Assets

Funds set aside for payvment of closure and post-closure care are classified as restricted.

Lo



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT

Cash

The Agency's deposits 1n banks at Junie 30, 2007, were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 120 of the Code of lowa. This chapter provides for
additional assessments against the depositories to msure there will be no loss of public funds.

The Agency is authorized by statute to invest public funds in obligations of the Unuted States government, 1ts
agencies and instrumentalities; cerfificates of deposit or other evidences of deposit at federally insured
depository mstitutions approved by the Agency: prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end management investment
cotnpanies; certain joint investment trusts; and watrants or improvement cestificates of a drainage district,

The Agency has purchased an annuity with an insurance agency which s valued at $294,433 as of June 30,
2007, This investment is unsated for credit risk purposes and does not appear to be an allowed mvestment
under Chapter 128 of the Code of Jowa,

Interest rafe risk - The Agency’s investment policy Hmits the mvestment of operating funds (funds expected
to be expended in the current budget year or within 15 months of receipt) m instruments that mature within
397 days. Funds not identified as operating funds niay be invested in tnvestments with matunties longer than
397 days but the maturities shall be consistent with the needs and use of the Agency.

Loans

The Agency has obtamed an interest-free loan from the lowa Department of Natural Resources for an
expansion of the Agency’s recycling program. The amount borrowed under this loan was $81.361. with
$20,000 considered forgivable and not required to be repaid. Payments of 52,822 are due guarterly with the
final payment due July 15,2011, The balance of this loan was $45 506 on June 30, 2007

The Agency entered into a long-term loan with American National Bank on August 25, 2006, to {inance the
construction of a transfer station with $200,000 as the maximum amount to be borrowed under this
agreement at an interest rate of 8%. Advances totaling $149,500 were made under this loan agreement.
Pavments of 35,000 plug interest are due quarterly, beginning December 13, 2006, with a final payment of
547,825 due on July 13, 2011, The loan balance was $127,825 as of June 36, 2007,

Annual debt service requirements to maturity for the above loans are as {ollows:

Year Ending Interest
June 30, Rates Princtpal Interest Total
2008 8.00% $ 31,287 B 12,497 5 43,784
2009 3.00 31,287 X026 39313
20140 8.00 31,287 6,426 3713
2011 8.00 31,287 4.826 36,113
2012 8.00 48,183 957

b3

S $32.7

32

11
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2007

Pension and Retirement Beneliis

The Agency contributes to the Iowa Public Employees Retirement System (IPERS), which is a cost-sharing
multiple-emplover defined benefif pension plan administered by the State of Iowa. IPERS provides
retirement and death benefits which are established by state statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
TA, 50306-9117.

Plan members are required to contribute 3.7(0% of their annual covered salary and the Agency is required to
sontribute 5.73% of annual covered payroll. Contribution requirements are established by state statute. The
Agency’s contribution to TPERS for the years ended June 30, 2007, 20006, and 2005, were $9,308, $8.432,

and $6,950 respectively, equal to the required contributions for each year,

Compensated Absences

Agency employees accumulate a Himited amount of earned but unused vacation leave hours for subsequent
use or for payment upon termination, retivernent, or death. These aceumulations are not recognized ag
disbursements by the Agency unfil used or paid. The Agency’s approximate lability for camed vacation
payments at June 30, 2007, was $8.331. This liability has been computed based on rates of pay in effect at
June 30, 2007,

Closure and Post-closure Care

To comply with federal and state regulations, the Agency 1s required to complete a moniforing system
plan and a closure/post-closure plan and to provide funding necessary to effect closure and post-closure,
including the proper monitoring and care of the landfitl afier closure. Environmental Protection Agency
(EPA) requirements have established elosure and thirty-year post-closure care requirements for all municipal
solid waste landfils that receive waste after October 9, 1993, State govermments are primarnly responsible
for implementation and enforcement of those requirements and have been given Hexiblity to tailor
reqirements to accommeodate local conditions that exist. The effect of the EPA requirement 15 to commit
landfill owners o perform certain closing functions and post-closure monitoring funciions as a condition for
the right to operate the landfill in the current pericd. The EPA requirernents provide that when o landfill
stops accepting waste, it must be covered with a mininum of twenty-four inches of earth 1o keep liquid away
from the buried waste. Once the landfill 15 closed, the owner is responsible for maintaining the final cover,
monitoring ground water and methane gas, and collecting and treating leachate {the hgwd that draing out of
waste) for thirty years,

Governmental Accountimg Standards Board Statement No. 18 requires landfill owners to estimate total
landfill closure and post-closure care costs and recogmze 2 portion of these costs each year based on the
percentage of estimated total land 8 capacity used thal penod.

Estimated total costs consist of four components: (1) the cost of equipment and facilities used in post-closure
momitormy and care, {2) the cost of final cover (maternal and fabor), (3) the cost of monitoring the landfill
during the post-closure period. and (4) the cost of any environmental cleanup required after closure.
Estimated total cost 1s based on the cost to purchase those services and equipment currently and is required to
be updated annually for changes due to inflation or deflation, technology, or applicable laws or regulations.
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2007

Closure and Post-closure Care - (Continued)

These cosis for the Agency have been estimated to be 18,708 for closure and $399,300 for post-closure. for
a total of $418,008 as of June 30, 2007, The estimated remaining life of the landfill is essentially zero years
since the majority of the landfilt was closed during the fall of 2006.

Chapter 455B.306(8)b) of the Code of lowa requires permit holders of municipal solid waste landfills to
maintain separate closure and post-closure accounts to accumulate resources for the payment of closure and
post-closure care costs, The Agency has accurnulated the resources necessary to fund these costs and, at
June 30, 2007, assets of $418,008 are restricted for these purposes, of which $18,708 is for closure and
$399,300 15 for post-closure care. They are reported as restricted cash basis net assets on the Statement of
Receipts, Disbursements, and Changes in Cash Basis Net Assets.

Solid Waste Tonnage Tees Retained

The Agency retains sold waste tonpage fees in accordance with Chapter 455B.310 of the Code of lowa. At
June 38, 2007, the Ageney had no unspent tonnage fees and has not been retaining solid waste tonnage fees
since the fandfill stopped accepting solid waste in August 2006.

Risk Management

The Agency is a member in the Towa Communtties Assurance Pool, as allowed by Chapter 670.7 of the Code
of Towa. The Towa Communities Assurance Pool (Pool) is a local government risk-shaning pool whose 556
members include various govermmental entities throughout the State of lowa. The Pool was formed
August 1986 for the purpose of managing and funding third-party lialality claims against its members. The
Pool provides coverage and protection in the following categories: general hability, automobile liability,
avtomobile physical damage, public officials’ liability, police professional liability, property, inland marine,
and boiler/machinery. There have been no reductions 1n insurance coverage from prior years.

Each member’s annual casualty contributions fo the Peol fund curent operations and provide capital.
Amnual operating comributions are those amounts necessary to fund, on a cash basis, the Pool's general and
admiinistrative expenses, claims, claims expenses, and reinsurance expenses due and payable in the curcent
year, plus all or any portion of any deficiency in capital. Capifal contributions are made during the irst gix
years of membership and are manained to equat 300 percent of the total current members' basis rates or to
comply with the requirements of any applicable regulatory authority having jurisdiction over the Pool.

The Pool also provides property coverage. Members wha elect such coverage make annual operating
contributions which are necessary to fund, on a cash basis, the Pool's general and administrative expenses
and reinsurance premiums, all of which are due and payable 1w the current vear, plus all or any portion of any
defictency in capital. Any vear-end operating surplus is transferred to capital. Deficiencies in operations are
offeet by wransfers from capital and, 1 insufficient, by the subsequent year's member contribubions,

The Agency's property and casualty contributions fo the risk pool are recorded as disbursements from its
operating Tunds at the time of payment 10 the risk pool. The Agency's contributions o the Pool were $9,564
for the year ending June 306, 2007,
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT

Risk Management - (Continued)

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large losses. The
Pool retains general, automobile, police professional, and public officials’ liability risks up to $350,000 per
claim. Claims exceeding $350,000 are reinsured in an amount not to exceed $2,650,000 per claim and
$5,000,000 in aggregate per yvear, For members requiring specific coverage from $3,000,000 to $10.000,000,
such excess coverage is also reinsured. Property and automobile physical damage risks are retained by the
Pool up to $100,000 each occcurrence, each location, with excess coverage remsured on an individual-
member basis.

The Pool's intergovernmental contract with its members provides that in the event 4 casualty claim or series
of clatms exceeds the amount of risk-sharing protection provided by the member's risk-sharing cevtificate, or
in the event that a series of casualty claims exhausts total members’ equity plus any reinsurance and any
excess risk-sharing recoveries, then payment of such claims shall be the obligation of the respective
individual member.  As of June 30, 2007, settled claims have not exceeded the risk pool or reinsurance
coverage since the Pool’s meeption,

Mermbers apree to continue snembership in the Pool for a period of not less than one full year. After such
period, a member who has given 60 days' prior written notice may withdraw from the Pool.  Upon
withdrawal, payments for al} claims and claims expenses become the sole responsibility of the withdrawing
member, regardiess of whether a claim was incurred or reported prior to the member's withdrawal. Members
withdrawing within the first six vears of membership may receive a partial refund of their capital
contributions. I a member withdraws after the sixth year, the member is refunded 100 percent of its capital
contributions.  However, the refund is reduced by an amount equal to the annual operating contribution
which the withdrawing member would have made for the one-vear period following withdrawal.

The Agency also carries commercial insurance purchased from other insurers for coverage associated with
workers compensation. The Agency assumes liability for any deductibles and claims m excess of coverage
limitations. Settled claims tesulting from these risks have not exceeded commercial msurance coverage i
any of the past three fiscal vears.

Transter Station Closure Care

To comply with state regulations, the Agency is requived to complete a closure plan detailing how the
transfer station will comply with proper disposal of all solid waste and lHtter at the site, cleaning the transter
station building, ncluding the rinsing of all swiaces that bave come into contact with solid waste or
washwater, cleaning of all solid waste transport vehicles that will remain on site, including the rinsing of all
surfaces that have come inte contact with solid waste, and the removal and proper menagement of all
washwater in the washwater management systent.

To comply with state regulations, the Ageney is required to maintain a closure account as financial assurance
for the closure care costs. The effect of the state requirement is to commit landfill owners to perform certain
cloging functions as a condition for the right to operate the transfer station in the current period.

The tota} closure care costs for the Agency as of June 30, 2607, have been estimated at 310,307, The
Agency is allowed 30 days from the close of its fiscal year, per Towa Administrative Code section 567,
Chapter 106, to fund these costs and has subsequently deposited $12,000 on July 23, 2007,
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2007

Solid Waste Haubng Condract

The Agency entered into a contract on August 1, 2006, for the hauling of solid waste. Under the terms of
this contract, the contractor will haul the Agency’s solid waste from the Agency’s transfer station to the
contractor’s landfill site. During the year ended June 30, 2007, the contractor was paid $154,593, pursuant
fo this agreement.
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ndenendent Auditor's Report on Internal Control over Fmancial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

To the Members of Woodbury
County Arca Solid Waste Agency

We have audited the accompanying financial statement of Woodbury County Area Solid Waste Agency as of
and for the year ended June 30, 2007, and have issued our report thereon dated November 26, 2007, Our report
expressed an ungualified opinion on the financial staternent, which was prepared in conformity with another
comprehensive basis of accounting. We conducted our audit m accordance with U.S. generally accepted auditing
standards and the stendards applicable to financial audits comamed in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Controd Over Financial Beporting

In planming and performing our audit, we considered the Agency’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
staternenis, but not for the purpose of expressing our opinton on the effzctiveness of the Agency’s internal controt
over financial reporting,  Accordingly, we do not express an opinion on the effectiveness of the Agency’s internal
conire! over financial reporting.

Our consideration of miernal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily 1dentify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material wealmesses. However. as discussed below, we identified certain
deficiencies in internal control over financial reporting thai we consider to be significant deficiencies and other
deficiencies we consider to be material weaknesses.

A contrel deficiency exists when the design or operation of the control does not allow management or
employees, in the normal course of performing ther assigned fimetions, to prevent or detect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Agency’s ahlity to initiate, awthorize, vecord, process, or report {inancial data reliably in
accordance with an other comprehensive basis of accounting such that there 18 moere than a remote likelthood a
misstatement of the Agency’s financial statement that is more than inconsequential will not be prevented or
detected by the Agency’s internal control. We consider the deficiencies i internal control described m the
accempanying Schedule of Findings to be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resulis n
more than a remote likelihood a matenial misstatement of the financial statements will not be prevented or
detected by the Ageney’s internal control.

Cur consideration of the internal control over financral reporting was for the Hmated purpose deseribed in the
first paragraph of this section and would not necessanly 1dentify ail deficiencies in the internal conirol that might
be significant deficiencies and, accordingly, would not necessarity disclose all significant deficiencics that are
also considered to be material weaknesses, However, of the significant deficiencies described in the Schedule of
Findings, we behieve items (A), (1), and (C) are material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Woodbury County Area Solid Waste Agency’s
financial statement s free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, and contracts, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts.  However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards. However, we noted certain immaterial instances of noncompliance or other
maiters that are desoribed in the accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the Agency’s operations for the year ended
June 30, 2007, are based exclusively on knowledge obtained from procedures performed during our audit of the
financial statement of the Agency. Since our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarity andited. The comments involving statutory and other legal
matters are rot intended o constitute legal interpretations of those statutes.

The Agency’s vesponses to findings identified in our audit are described mn the accompanying Schedule of
Findings. While we have expressed our conclusion on the responses, we did not andit the Agency’s responses
and, accordingly, we express no opinion on them.

This report, a public record by law, 13 mtended solely for the information and use of the officials, employees,
and citizens of Woedbury County Solid Waste Agency and other parties to whom the Agency may report. This
report is not intended to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many cowtesies and assistance extended to us by personnel of the
Agency during the course of our andit. Should you have any questions concerning any of the above matters, we
shall be pleased to discuss them with you at vour convenience.

November 26, 2007
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2067

Findines Related 1o the Financial Statement:

INSTANCES OF NONCOMPLIANCE:

No ratters were noted.

SIGNIFICANT DEICIENCIES:

A.

B

Segregation of Duties - One important aspect of internal accounting control is the segregation of
duties among employees to prevent an individual emplovee from handling duties which are
incompatible, We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliation are all handled by either of two
individuals,

Recommendation - We realize that with a limited number of office employees, segregation of
duties 15 difficult. However, the Agency should review its operafing procedures to obtam the
maximum internal control possibie under the circumstances.

Response - Copies of the paid warrants are mailed monthly to all board members and a list of
warrants to be paid 18 presented at every board meeting. The landl bas a second employee in
place to reconcile monthly bank statements and prepare the monthly and quarterly tax reports.
There are two emplovees that do the payroll and pay bills. The monthly warrants presented to the
board are stgned by all board members in attendance.

Conclusion -~ Response accepted.

Ihshursements - We noted that a certain disbursement was not supported by proper

documentation,

Recommendation - All disbursements should be supported by original invoices or other
supporting documentation,

Response - The disbursement in guestion was negotiated and arranged with participation from the
county engineer’s office.  Once the dirt had been received, the vendor madvertently did not
provide the written invoice. Staff will more clogely monitor future disbursements to be sure all
are fully documented.

Conclusion - Response accepted.

Financial Reporting - Reporting financial data reliably in accordance with an  other
comprehensive basis of accounting (OCBOA) requires management (o possess sufficient
knowledge and expertise to select and apply accounting principles and prepare year-end financial
staterments, including footnote disclosures. Management presently lacks the qualifications and
training to appropriately fulfill these responsibilities, which is a commoen situation in small
entiies.

Reconmunendation - Obtaming  additional koowledge through reading relevant accounting
literature  and  altending  local professional education couwrses should  help management
sigmificantly mprove in the shility to prepare and take responsibility for rehable OCBOA
financial statements.
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEIDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Findings Related to the Financial Statement (Continued)

SIGNIFICANT DEFICIENCIES:

C.

Financial Reporting (Continued)

Response - The Agency has relied upon the expertise of the auditor to provide recommendations
related to the accommting principles, as part of their role during the auditing process. The auditor
routinely recommends adjustments to the year-end statements following the audit.

In addition, the Agency has a part-iime employee with a degree in business who assists i the
routine accounting and financial activities. The manager and the part-time emplovee will review

any accounting Hierature and educational materials that are relevant to the Agency.

Conclusion - Response accepted.

Onher Findings Related to Statutory Reporting:

Ouestionable Disbursements - We noted no disbursements that may not meet the requirements of
public purpose as defined in an Aftorney General’s opinion dated April 25, 1979,

Travel Expense - No disbursements of Agency money for travel expenses of spouses of Agency
officials or employees were noted.

Business Transactions - Business transactions between the Agency and Agency officials or
employees are detailed as follows:

Name, Title, and Transaction
Business Conmection Description Amount

Crwner of 1.1, Motor, Inc.
is the brother of the Agency Manager Fepairs, parts $6.354

Recommendation - The board should determine that the transactions do not represent a confhet of
inferest.

Response - The Agency had been doing business with J&J Motor before the manager came {o
wark for the landfill. J&J Motors has been in business for 30 vears, have certified technicians to
do the mechanical work, and have a building large enough to do repairs on the recyeling truck,

Conclusion - Response accepted.
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WOODBURY COUNTY AREA 50LID WASTE AGENCY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Other Findings Related to Statutory Reporting (Continued)

6.

Board minutes but were not. However, the minutes, including the schedule of bills allowed and
gross salaries, were not published as required by Chapter 28F.6(3) of the Code of Towa,

Recommendation - The Agency should ensure the minutes are published as required.

Response - The Agency has been publishing the minutes and a scheduie of the bills in the Moville
Record. The wages are published afier the W-2’s are printed. In the future, the Agency will have
an affidavit rather than an invoice to show proof of publication..

Conclusion - Response accepted,

Deposits_and Invesiments - No instances of noncompliance with the deposit and mvestment
provisions of Chapter 12B and Chapter 12C of the Code of Jowa and the Agency’s investment
policy were noted during the year ended June 30, 2007, However, the Agency has $294,433
invested 1 an annuity with an insurance agency. An annutty does not appear to be an allowed
investment according to Chapter 128 of the Code of Towa

Recommendation « The Agency should request that their atlorey review this imvestment (o
determine 1f this is an allowed mvestment. I 1t is not, the Agency should take onmediate setion
te redeem this invesiment and mvest the tunds in an account covered by federal deposiory
insurance or by the State Sinking fund in accordance with Chapter 12C of the Code of fowa.

Response - The Agency, as ol June 30, 2007, had started the process of getting the first 10% out
of the questionable investment. The process was completed in July of 2007 and ali the money has
been mvested 1 CEY s,

Conclusion - Response accepted.

Solid Waste Tonnage Fees Retained - During the year ended Jung 34, 2007, the Agency used or
retatned the solid waste fees in accordance with Chapter 4558.310(2) of the Code of Towa.

Financial Assurance - The Agency has elected to demonstrate financial assurance for closure and
post-closure care by establishing a local government dedicated fund as provided in Chapter 507~
111.6(9) of the Fowa Adumnistrative Code, The detasls are as follows:

Closure Post Closyre
Total estimated costs for closure and post-closure care 8.7 £399 200

Amount Agency has restricted and reserved for
closure and post-closure care at Fune 306, 2007 S18.708
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